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Industrial production in G7 countries is assumed to be driven by two exogenous disturbances. 
Those disturbances are identified in a VAR model so they can be interpreted as country-
specific and global supply shocks. The dynamic properties of the model are analyzed and the 
relative importance of each shock is measured. It is shown that the V AR model matches most 
of the theoretical predictions of standard intertemporal open-economy models. The identified 
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Home: a) Response to a domestic supply shock














Foreign: b) Response to a domestic supply shock















Home: c) Response to a foreign supply shock













Foreign: d) Response to a foreign supply shock

















Home: e) Response to a global supply shock

















Foreign: f) Response to a global supply shock
 output
 output
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